IT 98-0002-GIL 01/07/1998 COMPENSATION

General Information Letter: Response to questions regarding |ndiana
residents working in both Illinois and Indiana for single enployer after
reci procal agreenent termnation

January 7, 1998

Dear :

This is in response to your letter of Decenber 16, 1997. Departnment rules
require that the Departnent issue two types of letter rulings, private letter
rulings (PLRs) and general information |letters (GILs). For your (genera
informati on we have enclosed a copy of 2 I11l. Adm. Code 1200 regarding letter
rulings and other information issued by the Departnent.

Al though you have not specifically requested either type of ruling, the
nature of your questions and the information provided require that we respond
with a GIL. GILs are designed to provide background information on specific
topics and are not rulings that are binding on the Departnent, while PLRs are
bi ndi ng on the Departnent.

In your letter, you inquire as follows:
I am responsible for preparing payroll for XXXXXXXXXX XXXXXXXXXXX and

am havi ng sonme problem getting a definitive course of action in regard
to this new tax devel oprment. Qur dilemma is as follows:

* W are an Indiana Farmng Corporation with workplaces both in
I ndi ana and Illinois.

* W hire enpl oyees fromlndiana and Illinois.

* Qur mailing address is in Indiana but, for the past 2 years, have
mai ntained an office in 11linois - XX X XXX XXXX XXXXXXXXXXXXX, |l

XXXxXx (approx. 2 mles fromlndi ana Border)

* Qur enmpl oyees work either in Indiana or Illinois, depending on
what fields require at any given tinme, often changing back and forth
fromstate to state within a days work.

* A good portion of our enployees are seasonal, beginning in the
spring and working as needed for planting or harvests.

I am sending this information to obtain, in witing, the course of
action the State of Illinois requires us to follow Considering our
wor kschedul e, it would cause extrenme hardship to try to keep track of
hours spent working in each state and tax each enpl oyee on that basis.



As we are about to begin the new year, | would appreciate a rapid
response so we may begin 1998 wusing the correct fornulas for
wi t hhol ding and | thank you in advance for your assistance.

Pl ease find enclosed herewith IDOR Bulletin FY 98-18, dated Dec., 1997,

whi ch discusses the IIl. Income Tax wthholding ramfications arising due to
cancellation of the aforenmentioned reciprocal agreenent between Illinois and
Indiana. W also enclose herewith the 11-700 Booklet, which sets forth general

Il T withhol ding |aw requirenents.

Among ot her things, cancellation of the reciprocal agreenent inposes upon

"I'linois enployers” the obligation to withhold IIT from the wages paid to
I ndi ana residents. Based upon the limted facts described in this correspondence,
it appears that the farmng corporation in question may well be an "Illinois

enpl oyer” as defined in the 11-700 booklet at page 2 (see highlighted |anguage).
As such, the employer nust withhold IIT from 100% of the wages paid to its
Il1linois resident enployees and from 100% of conpensation paid in Illinois to
I ndi ana residents as described at page 3 of the Il-700 bookl et.

As we noted above, the foregoing discussion is a GIL and not a PLR. In order

to request a PLR, it would be necessary to provide us with a request that
complies with the requirenments of 11T Reg. Sec. 1200.110 of our rules.

Very truly yours,

Jackson E. Donl ey
Associ at e Counsel



